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Introduction 


This  report  provides  INPUT’S  expert  analysis  of  the  impact  on  competi- 
tion and  the  public  welfare  of  the  acquisitions  made  by  Citicorp  Informa- 
tion Resources  between  1980  and  1987. 


INPUT  is  a major  international  market  research  firm  that  has  expert 
knowledge  in  the  field  of  information  services  in  the  banking  community. 
INPUT  has  followed  this  market  since  1974  and  has  periodically  pub- 
lished reports  on  the  subject  markets  and  the  companies  participating  in 
those  markets.  INPUT  also  maintains  a comprehensive  data  base  on  user 
expenditures  and  competitive  services  in  the  banking  information  serv- 
ices market.  This  data  base  is  updated  yearly  andjs  derived  from  inter- 
views with  thousands  of  users  and  service  providers  and  supplemented  by 
INPUT’S  analysis  of  publicly  available  data  from  sources  such  as  the 
Federal  Reserve  Board. 


Citicorp  Information  Resources  (CIR)  is  a major  nationwide  provider  of 
information  services  to  banks,  thrift  institutions,  and  credit  unions.  A 
significant  portion  of  CIR’s  growth  has  come  through  the  acquisition  of 
other  service  providers.  These  acquisitions  took  place  while  CIR  was 
under  the  regulatory  authority  of  the  Comptroller  of  the  Currency  and 
later  the  New  York  State  Banking  Department. 

CIR  now  desires  to  expand  its  service  offerings  to  support  a broader  mix 
of  general  banking  and  finance  industry  clients.  To  implement  this 
strategy,  CIR  wants  to  become  regulated  by  the  Federal  Reserve  Board 
and  intends  to  file  an  application  to  implement  this  change.  Such  a filing 
requires  a statement  regarding  the  impact  on  the  competitive  environment 
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and  public  welfare  of  CIR’s  past  acquisitions,  and  CIR  has  requested 
INPUT  to  provide  expert  analysis  and  opinion  on  these  issues. 


Citicorp  Information  Resources’  operations  and  acquisitions  during  the 
1980-87  time  frame  have  had  a beneficial  impact  on  the  financial  infor- 
mation services  market  (FIS)  and  the  general  public  welfare.  And  with- 
out an  aggressive  acquisition  program,  CIR  could  not  have  sustained  its 
role  as  a leading  competitor  in  this  market. 


1.  Competition  and  Market  Share 

\ 

Though  Citicorp  is  an  important  player  in  the  FIS  arena,  it  is  only  one  of 

many  participants  in  a rapidly  growing  and  highly  competitive  market. 

• FIS  is  the  largest  of  many  markets  for  information  services,  accounting 
for  approximately  16%  of  total  expenditures  on  services  (not  including 
hardware). 

• Citicorp’s  share  of  the  FIS  market  was  less  than  2%  throughout  this 
period.  Between  15  and  20  other  firms  had  larger  market  shares  than 
CIR — most  of  these  competitors  had  2-3  times  the  market  share  of 
CIR. 

• Most  of  CIR’s  major  competitors  provide  services  to  other  markets 
than  FIS,  while  CIR  is  restricted  by  banking  laws  to  the  FIS  market- 
place. CIR’s  FIS  market  share  therefore  overstates  its  competitive 
situation,  since  many  competitors  have  far  larger  information  services 
resources  than  CIR  and  are  therefore  able  to  realize  greater  economies 
of  scale  across  multiple  markets  for  information  services. 

• Many  of  CIR’s  competitors  have  also  grown  by  acquisition — often  at  a 
faster  pace  than  CIR.  In  addition,  most  of  CIR’s  competitors  are 
commercial  vendors  and  have  the  advantage  of  freedom  from  the 
regulatory  overhead  and  control  that  is  borne  by  banks. 


2.  Innovation  and  the  Public  Welfare 

Citicorp  has  a well-established  reputation  for  innovation  in  the  financial 
services  arena,  and  these  innovations  generally  have  a positive  impact  on 
the  public  welfare. 
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• Citicorp’s  innovations  tend  to  decrease  the  cost  and/or  improve  the 
quality  of  banking  services  it  provides  its  customers;  both  situations 
advance  the  public  welfare. 

• While  many  of  these  innovations  help  Citicorp  compete  with  other 
large  banks,  they  also  benefit  the  smaller  financial  institutions  that  form 
the  customer  base  of  CIR.  By  providing  these  institutions  with  ad- 
vanced processing  capabilities  that  they  could  not  afford  to  develop  or 
operate  by  themselves,  CIR  is  strengthening  their  competitive  position 
and  allowing  them  to  extend  these  innovative  services  to  markets  in 
which  Citibank  does  not  have  a presence. 


3.  Acquisitions,  Competition,  and  the  Public  Welfare 

CIR’s  acquisitions  have  had  a beneficial  impact  on  competition  in  the  FIS 
market,  with  a correspondingly  beneficial  effect  on  the  general  public 
welfare.  The  firms  that  CIR  has  acquired  have  benefited  in  the  following 
ways: 

• Financing — CIR  has  provided  capital  investment  funds  that  the  ac- 
quired companies  would  not  have  been  able  to  raise  as  easily  or  inex- 
pensively on  their  own. 

• Economies  of  Scale — Merging  the  acquired  companies  into  CIR  has 
provided  economies  of  scale  in  marketing,  product  development, 
operations,  etc. 

• Expanded  Services — Some  acquisitions  have  brought  new  capabilities 
to  CIR,  which  could  then  be  utilized  by  all  of  the  company’s  centers. 
Also,  when  an  acquired  firm  did  not  have  all  the  capabilities  of  the  CIR 
network,  the  acquisition  provided  an  opportunity  to  expand  the  firm’s 
service  offerings  without  a major  capital  investment. 

The  FIS  market  is  rapidly  changing  as  technology  and  financial  products 
evolve  and  deregulation  introduces  new  customers  for  many  applications. 
To  survive  in  this  market,  a firm  needs  to  achieve  a certain  minimum  size 
or  “critical  mass”  to  support  the  investment  necessary  for  growth  and 
product  development. 

If  either  CIR  or  the  acquired  firms  were  forced  to  exit  the  market  because 
they  could  not  achieve  the  critical  mass  necessary  to  survive  on  their 
own,  competition  would  suffer  and  market  concentrations  would  in- 
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crease.  By  acquiring  these  firms,  CIR  insured  its  position  as  a viable 
competitor.  CIR  was  also  able  to  leverage  the  market  position  of  the 
acquired  firms  to  a much  greater  extent  than  these  firms  could  have  done 
on  their  own. 

In  summary,  through  its  aggressive  acquisition  program,  CIR  has 
generally  increased  competition  in  the  FIS  marketplace.  It  has  also 
brought  new  and  improved  services  to  new  markets,  at  a pace  and  cost 
that  would  not  have  been  possible  without  these  acquisitions.  All  of 
these  actions  are  beneficial  to  the  public  welfare. 
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Citicorp  Information  Resources  provides  information  services  to  com- 
mercial banks,  thrift  institutions,  and  credit  unions.  Although  many  of 
CIR’s  smaller  competitors  also  restrict  their  activities  to  this  market,  most 
of  the  large  competitors  serve  other  markets  as  well.  It  is  therefore 
necessary  to  examine  several  market  categories  to  evaluate  CIR’s  com- 
petitive posture  and  the  impact  of  its  actions  on  the  bank/thrift/credit 
union  (B/T/C)  market  for  information  services. 

As  used  here,  the  term  “information  services”  (IS)  excludes  the  simple 
provision  of  hardware.  Rather,  it  is  the  set  of  software  and  services  that 
allows  hardware  to  do  useful  work  for  the  user.*  Specifically,  IS  in- 
cludes: 

• Provision  of  data  processing  functions  using  vendor  computers  and/or 
software  (processing  services) 

• Provision  of  data  base  access  where  computers  perform  an  essential 
role  in  the  processing  or  conveyance  of  data 

• Products  and  services  that  assist  users  to  perform  functions  on  then- 
own  computers  (software  products  and/or  professional  services) 

• A combination  of  hardware  and  software,  integrated  into  a total  system 
that  performs  specific  functions  (turnkey  or  integrated  systems) 


* Note:  the  definitions  and  data  presented  are  derived  from  INPUT’S 
published  reports  on  the  IS  market  and  the  industry  data  base  that 
INPUT  maintains  to  support  its  publications  and  research.  Citations  of 
individual  INPUT  reports  are  included  with  each  exhibit  to  show  the 
source  of  the  data.  A bibliography  of  these  sources  is  included  as  an 
appendix  to  this  report. 
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The  overall  market  we  are  concerned  with  is  domestic,  noncaptive  IS. 

All  foreign-source  revenues  are  excluded,  as  are  services  provided  by  a 
division  or  subsidiary  to  its  parent  company  or  other  divisions/subsidiar- 
ies/affiliates. For  hardware  vendors,  only  software,  processing  and 
professional  services,  and  integrated  (turnkey)  system  sales  are  included. 

The  overall  IS  market  may  be  divided  into  14  primary  industry  catego- 
ries, as  shown  in  Exhibit  2-1.  Market  sizes  shown  in  this  exhibit  are  as 
of  1983,  the  baseline  year  for  all  the  exhibits  in  this  section. 


Domestic 

Information  Services 


EXHIBIT  11-1 


MAJOR  INDUSTRY  CATEGORIES  DEFINING  THE  MARKET 

FOR  INFORMATION  SERVICES 

Ranked  by  1983  Market  Size 


INDUSTRY  CATEGORY 

Market 

Size 

($  Millions) 

%Of 

Market 

Banking  and  Finance 

5,240 

16.6 

Discrete  Manufacturing 

5,230 

16.6 

Federal  Government 

3,540 

11.2 

Process  Manufacturing 

. 3,130 

9.9 

Insurance 

2,200 

7.0 

Services 

1,840 

5.8 

State  and  Local  Government 

1,720 

5.4 

Retail  Distribution 

1,710 

5.4 

Wholesale  Distribution 

1,630 

5.2 

Medical 

1,610 

5.1 

Other 

1,300 

4.1 

Utilities 

1,120 

3.5 

Transportation 

840 

2,7 

Education 

480 

1.5 

TOTAL  MARKET  SIZE 

31,590 

100.0 

Source:  USIS-1983,  Vol.  1,  Exhibit  111-1,  pg.  45 
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The  overall  U.S.  market  for  information  services  stood  at  $31.6  billion  in 
1983.  Over  the  previous  five  years  it  had  grown  at  the  rate  of  25%  per 
year.  Although  the  overall  growth  rate  slowed  to  21%  between  1983  and 
1987,  this  still  allowed  the  market  to  more  than  double  in  size  (to  $64 
billion)  over  the  last  four  years. 

Within  the  overall  market,  various  industry  and  cross-industry  segments 
have  exhibited  different  growth  rates,  ranging  from  13%  to  28%  per  year 
for  the  1978-1983  time  frame.  However,  even  the  slowest  growing 
sectors  (Education  and  State/Local  Government)  were  expanding  at  a rate 
that  doubled  their  size  over  a 5-year  period. 


B 

Banking/Finance  The  banking  and  finance  industry  is  one  of  the  largest  segments  of  the  IS 

Industry  market,  accounting  for  nearly  one- sixth  of  total  IS  expenditures  in  1983 

and  growing  at  a rate  slightly  greater  than  the  market  as  a whole.  The 
banking/finance  industry  market  may  be  divided  into  five  primary  sec- 
tors, as  shown  in  Exhibit  2-2: 


EXHIBIT  11-2 


PRIMARY  SECTORS  OF  THE  BANKING/FINANCE  INDUSTRY 

1 983  Market  Size 


Market 

Size 

%Of 

BANKING/FINANCE  INDUSTRY  SECTORS 

($  Millions) 

Market 

• Commercial  Banks 

3,266 

62.3 

• Thrifts  (S&L,  Mutual  Sav  Bks,  etc.) 

571 

10.9 

• Credit  Unions 

246 

4.7 

• TOTAL  CIR  MARKETS 

4,083 

77.9 

Security  and  Commodities  Brokers 

713 

13.6 

All  Other  Financial  Institutions 

444 

8.5 

TOTAL  BANKING/FINANCE  SECTORS 

5,240 

100.0 

Source:  Market  Total  from  USIS-1983,  Table  B-1.  Percentage  distributions  from  MAPS  Bank/Fin, 
1984,  Exhibits  111-18,  IV-11,  V-13,  VI-13,  Table  B-4,  and  INPUT  estimates. 
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Markets 


The  three  sectors  that  Citicorp  Information  Resources  provides  services 
to  (commercial  banks,  thrifts,  and  credit  unions)  account  for  nearly  80% 
of  the  total  industry  market. 


The  IS  market  can  also  be  divided  into  industry-specific,  cross-industry, 
and  utility  services: 

• Industry-specific  services  provide  processing  for  particular  problems  or 
functions  unique  to  an  industry  or  industry  group.  Examples  include 
seismic  data  processing,  CAD/CAM  programs  for  equipment  manufac- 
turing, and  demand  deposit  accounting. 

• Cross-industry  (or  function-specific)  services  involve  the  support  of 
applications  that  are  targeted  to  specific  user  departments  (e.g.,  finance, 
personnel,  sales)  but  cut  across  industry  lines.  Examples  include 
payroll  and  human  resources  systems,  general  ledger  and  accounts 
receivable/payable,  statistical  packages,  and  financial  planning  models. 

• Utility  services  are  those  where  the  vendor  provides  access  to  a com- 
puter and/or  communications  network  with  basic  software  that  enables 
users  to  develop  their  own  problem  solutions  or  processing  systems. 
Examples  include  graphics  packages,  sorts,  terminal-handling  software, 
data  base  management  systems,  etc. 

These  categories  are  applicable  to  all  industries,  including  the  banking/ 
finance  area.  Though  hardware  vendors  and  commercial  firms  are  often 
involved  in  all  three  types  of  services,  CIR  is  only  active  in  the  industry- 
specific  services  market. 

Information  services  are  also  provided  through  a variety  of  delivery 
modes.  The  four  major  delivery  modes  are: 

• Processing  Services 

• Integrated  (Turnkey)  Systems 

• Software  Products 

• Professional  Services 

Again,  these  categories  are  applicable  to  all  industries,  and  some  other 
vendors  provide  services  in  all  four  delivery  modes.  CIR  is  only  active 
in  the  first  three.  Though  it  does  do  some  custom  modifications  of  its 
own  software  to  support  unique  client  needs,  it  does  not  provide  facilities 
management,  software  development,  or  consulting  services  on  a standa- 


8 


ZCIR 


CIR  ACQUISITIONS  IN  THE  INFORMATION  SERVICES  MARKET 


INPUT 


lone  basis  (i.e.,  for  applications  in  general,  whether  or  not  related  to 
financial  services),  and  its  educational  support  is  basically  an  adjunct  to 
the  other  services. 

Exhibit  2-3  shows  this  combination  of  service  categories/delivery  modes 
and  indicates  the  size  of  each  of  these  markets  in  1983. 


EXHIBIT  11-3 


SERVICE  DELIVERY  MODES  OF  THE  BANKING/FINANCE  INDUSTRY 

1 983  Market  Size 


SERVICE  MODE  HIERARCHY 

Source 

Table 

Category  Totals 
<$) 

Ind.  Specif. 
Items 

($) 

TOTAL  BANKING  INDUSTRY  MKT 

B-1 

■ i ■ 

5,240 

* INDUSTRY-SPECIFIC  MKT 

B-2 

— 

— 

3,305 

(63.1)% 

PROCESSING  SERVICES 

B-3 

i. 

3,010 

- Cross-industry  (funct  specif) 

B-4 

568 

* Industry-specific 

B-5 

2,337 

2,337 

- Utility 

B-6 

- 

106 

SOFTWARE  PRODUCTS 

B-1 9 

1,165 

- Applications  Products 

B-20 

936 

. Cross-industry 

B-21 

412 

* Industry-specific 

B-22 

524 

524 

- Systems  Products 

B-23 

229 

PROFESSIONAL  SERVICES 

B-24 

— 

471 

INTEGRATED  SYSTEMS  (TURNKEY) 

B-27 

_ 

593 

* Industry-specific 

B-28 

444 

444 

- Cross-industry 

B-29 

148 

* indicates  items  included  in  industry-specific  market 


Source:  Tables  in  Appendix  B,  USIS-1983,  Vol  1. 
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CIR  Markets  Exhibit  2-4  shows  the  size  of  the  industry-specific  B/T/C  markets  in 

which  CIR  is  a direct  competitor.  For  1983,  these  markets  amounted  to 
over  $2.5  billion,  or  approximately  50%  of  the  total  banking  and  finance 
industry  category. 


EXHIBIT  11-4 


SIZE  OF  INDUSTRY-SPECIFIC  MARKET  SECTORS  IN 
THE  BANKING/FINANCE  INDUSTRY 

1 983  Market  Size 


INDUSTRY-SPECIFIC  MARKETS 

Market 

Size 

($  Millions) 

% of 
Market 

• Commercial  Banks 

2,060 

62.3 

• Thrifts  (S&L,  Mutual  Sav  Bks,  etc.) 

360 

10.9 

• Credit  Unions 

155 

4.7 

• TOTAL  CIR  MARKETS 

2,575 

77.9 

Security  and  Commodities  Brokers 

450 

13.6 

All  Other  Financial  Institutions 

280 

8.5 

TOTAL  INDUSTRY-SPECIFIC  MARKETS 

3,305 

100.0 

Source:  combination  of  data  from  Exhibits  2-2  and  2-3. 


E 

Target  Year  Data  The  data  and  analysis  presented  above  has  been  based  on  1983  data. 

Although  the  percentages  vary  slightly  from  year  to  year,  major  ratios 
such  as  the  percentage  of  the  total  market  that  is  industry- specific  and  the 
relative  sizes  of  the  various  banking/finance  industry  sectors  have  been 
reasonably  constant  over  time.  Using  the  ratios  from  the  1983  baseline 
year.  Exhibit  2-5  shows  the  size  of  the  industry- specific  banking/finance 
market  in  the  years  1981,  1983,  and  1987,  and  Exhibit  2-6  breaks  out 
these  industry- specific  markets  into  the  sectors  shown  above. 
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EXHIBIT  11-5 


SIZE  OF  BANKING/FINANCE  INDUSTRY-SPECIFIC  MARKETS  FOR 

TARGET  YEARS:  1981,1983,1987 

($  Millions) 


INDUSTRY  CATEGORY 

1981 

1983 

1987 

Exhibit 

Value 

Exhibit 

Value 

Exhibit 

Value 

TOTAL  INFO  SVCS  MARKET 

B-1 

22,330 

B-1 

31,590 

B-1 

64,015 

BANKING/FINANCE  INDUSTRY 

B-1 

3,697 

B-1 

5,240 

(N/A) 

INDUSTRY-SPECIFIC  MARKET 

B-33 

2,825 

B-2 

3,305 

B-2 

6,504 

Source:  USIS-1982,  Vol  1 ; USIS-1 983,  Vol  1;  MAPS  Bank/Fin, 1987,  Vol  1. 


Note:  Due  to  a change  in  data  collection  methods,  total  IS  expenditures  for  the  banking/finance 

industry  are  no  longer  available  in  1987.  However,  the  data  for  industry-specific  expenditures 
have  been  derived  on  a comparable  basis  for  all  three  years. 
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EXHIBIT  11-6 


SIZE  OF  INDUSTRY-SPECIFIC  MARKET  SECTORS  IN  THE 

BANKING/FINANCE  INDUSTRY 

Target  Years:  1981,1983,1987 
($  Millions) 


% of 

INDUSTRY-SPECIFIC  MARKETS 

Market 

1981 

1983 

1987 

• Commercial  Banks 

62.3 

1,761 

2,060 

4,054 

• Thrifts  (S&L,  Mutual  Sav  Bks,  etc.) 

10.9 

308 

360 

708 

• Credit  Unions 

4.7 

132 

155 

305 

* TOTAL  CIR  MARKETS 

77.9 

2,201 

2,575 

5,067 

Security  and  Commodities  Brokers 

13.6 

385 

450 

886 

All  Other  Financial  Institutions 

8.5 

239 

280 

551 

TOTAL  INDUSTRY-SPECIFIC  MARKETS 

100.0 

2,825 

3,305 

6,504 

Source:  combination  of  data  from  Exhibits  2-5  and  2-4. 
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CIR  Acquisitions  and  Market 
Share 


Citicorp,  through  its  subsidiary  CIR,  is  the  only  major  money  center 
financial  institution  to  enter  into  data  processing  as  a distinct,  standalone 
business.  As  such,  CIR  was  incorporated  in  1979  with  a charter  to 
provide  domestic  financial  instutions  with  a wide  range  of  information 
management  and  transaction  processing  services. 


A 

Phase  1 : 1980-8 1 At  the  beginning  of  1980,  CIR  initiated  a program  of  acquiring  firms  in 

the  B/T/C  services  market.  In  the  period  January  1980  through  April 
1981,  CIR  acquired  8 firms,  which  added  $54  million  to  its  annual  reve- 
nue base.  These  acquisitions  are  listed  in  Exhibit  3-1: 

By  contrast,  the  total  industry- specific  market  for  banking  and  finance 
services  was  $2,825  million  in  1981,  or  more  than  50  times  the  size  of  the 
CIR  acquisitions.  If  only  the  B/T/C  sectors  in  which  CIR  is  active  are 
considered,  the  CIR  acquisitons  still  represent  a small  fraction  (less  than 
2.5%)  of  these  markets,  which  totaled  $2,201  in  1981. 

Exhibit  3-2  compares  these  acquisitions  with  the  size  of  the  individual  B/ 
T/C  sectors  in  which  they  occurred.  The  small  size  and  specialization  of 
the  thrift  and  credit  union  sectors  gave  CIR  a larger  market  share  in  these 
areas  than  it  had  in  the  banking  sector.  However,  credit  unions  were  the 
fastest  growing  sector  of  the  industry  at  over  22%  per  year,  so  CIR’s 
market  position  started  to  erode  again  after  each  new  acquisition. 
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EXHIBIT  111-1 


CIR  ACQUISITIONS:  1980-1981 


Date 

Annual 
v Sales 
($  M) 

Primary 

Sector 

Company 

Operating  Locations 

1/80 

3 

Bank 

PG  Data 

Ohio 

2/80 

7 

Bank 

Colorado  Computer  Center 

Colorado 

3/80 

15 

Thrift 

Financial  Data  Systems 

IL/NY/MA 

4/80 

9 

Cr  Union 

Computer  Professionals  Unlimited 

CT/I L/M  l/OH/WI/M  N/ 

MO/GA/WV 

7/80 

5 

Cr  Union 

Intercontinental  Company,  Inc. 

CA/TX/SC/NY/KA 

11/80 

12 

Thrift 

Bankers  Data  Processing  of  Boston 

MA 

1/81 

1 

Cr  Union 

CUAC  S.  Carolina  Credit  Union  League 

SC 

4/81 

2 

Cr  Union 

League  Services  Inc. 

WA 

Phase  1 

54 

TOTAL 

(10) 

Bank- 

(27) 

Thrift 

TOTALS  BY  SECTOR 

(17) 

Cr  Union 

Source:  Citicorp  Information  Resources  internal  data 


14 


ZCIR 


CIR  ACQUISITIONS  IN  THE  INFORMATION  SERVICES  MARKET 


INPUT 


EXHIBIT  111-2 


CIR  ACQUISITIONS:  1980-1981  VS.  SIZE  OF  B/T/C  MARKETS 


1981 

CIR 

%Of 

Mkt  Size 

Mkt  Size 

CIR  % of 

INDUSTRY-SPECIFIC  MARKET  SECTOR 

Market 

($  Millions) 

($  Millions) 

Sector 

• Commercial  Banks 

62.3 

1,761 

10 

0.57 

• Thrifts  (S&L,  Mutual  Sav  Bks,  etc.) 

10.9 

308 

27 

8.77 

• Credit  Unions 

4.7 

132 

17 

12.83 

• TOTAL  CIR  MARKETS 

77.9 

2,201 

54 

2.45 

Security  and  Commodities  Brokers 

13.6 

385 

All  Other  Financial  Institutions 

8.5 

239 

TOTAL  INDUSTRY-SPECIFIC  MARKETS 

100.0 

2,825 

54 

1.91 

Source:  combination  of  data  from  Exhibits  2-6  and  3-1 . 


B 

Phase  2:  1983  In  May  1983,  CIR  acquired  National  Sharedata  Corporation  (NSC),  a 

pioneer  in  facilities  management  and  automated  customer  services  for 
banks.  At  the  time  of  the  acquisition,  NSC  revenues  from  the  B/T/C 
sectors  were  $13  million,  less  than  1/3  of  1%  of  the  1983  banking  sector 
market. 


c 

Phase  3:  1987  In  June  1987,  CIR  acquired  the  rights  to  a product  called  CBS  (Compre- 

hensive Banking  System)  from  a Florida  software  firm.  Under  the  terms 
of  the  purchase  agreement,  CIR  acquired  all  rights  to  further  development 
and  marketing  of  CBS,  and  the  programmers  and  support  personnel 
previously  associated  with  the  Florida  firm  became  CIR  employees.  CIR 
now  provides  the  CBS  system  to  banks  and  thrifts  either  as  an  in-house 
system  or  through  a facilities  management  arrangement. 
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Post- Acquisition  After  the  Phase  1 acquisitions  gave  CER  a large  enough  “critical  mass”  in 

Operations  and  Market  each  of  the  B/T/C  sectors,  the  emphasis  shifted  from  size  to  quality  of 
Share  operations.  Prior  to  being  acquired  by  CIR,  each  of  these  companies  had 

its  own  set  of  clients  and  its  own  unique  set  of  software,  hardware,  and 
communications  networks.  After  completing  the  initial  Phase  1 acquisi- 
tions, CIR  began  to  merge  the  companies  into  a unified  organizational 
structure  with  a single  set  of  operating  procedures.  It  also  started  to 
standardize  its  product  offerings.  The  CBS  software  acquisition  was  one 
of  the  means  CIR  used  to  pursue  this  standardization. 

As  a result  of  this  shift  in  priorities,  CIR’s  revenues  grew  much  slower 
than  the  market  and  its  market  share  consequently  declined.  Exhibit  3-3 
shows  the  picture  as  of  the  end  of  1987.  Due  to  the  fact  that  many  of  its 
standardized  products  are  now  used  by  both  banks  and  thrifts,  CIR  was 
unable  to  break  out  its  1987  revenues  between  these  two  sectors.  How- 
ever, it  is  clear  that  these  markets  have  grown  much  faster  than  CIR’s 
revenues  in  these  areas:  CIR’s  share  of  the  combined  bank/thrift  market 
was  1.79%  in  1981  vs.  1.11%  in  1987.  Over  the  same  time  period,  CIR’s 
share  of  the  credit  union  market  declined  by  more  than  1/3,  from  12.83% 
to  8.49%. 


EXHIBIT  111-3 


CIR  OPERATIONS:  1987  VS.  SIZE  OF  B/T/C  MARKETS 


INDUSTRY-SPECIFIC  MARKET  SECTOR 

% of 
Market 

1987 
Mkt  Size 
($  Millions) 

CIR 

Mkt  Size 
($  Millions) 

CIR  % of 
Sector 

• Commercial  Banks  and  Thrifts 

73.2 

4,762 

52.7 

1.11 

• Credit  Unions 

4.7 

305 

25.9 

8.49  ' 

• TOTAL  CIR  MARKETS 

77.9 

5,067 

78.6 

1.55 

Security  and  Commodities  Brokers 

13.6 

886 

All  Other  Financial  Institutions 

8.5 

551 

TOTAL  INDUSTRY-SPECIFIC  MARKETS 

100.0 

6,504 

78.6 

1.21 

Source:  Exhibit  2-6  and  Citicorp  Information  Resources  internal  data 
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Summary 


The  B/T/C  markets  were  forecast  to  grow  very  rapidly  over  the  period 
from  1980  to  1987,  and  the  forecast  growth  did  indeed  occur.  Based  on 
these  forecasts,  CIR  started  an  acquisition  program  in  1980  in  order  to 
build  the  critical  mass  required  for  an  efficient  and  self-sustaining  pres- 
ence in  these  markets.  Once  this  critical  mass  was  achieved,  CIR  turned 
to  consolidating  and  improving  the  operations  of  the  acquired  companies, 
and  its  market  share  immediately  began  to  decline  in  the  face  of  the 
growing  market. 

By  the  end  of  1981,  CIR’s  market  share  was  at  its  maximum— less  than 
2%  of  the  overall  FIS  market.  Individual  sectors  of  the  market  vary 
considerably  in  size,  ranging  from  only  $132  million  for  credit  unions  to 
$1,761  million  for  commercial  banks.  Credit  unions  are  the  only  sector 
in  which  CIR  could  be  said  to  have  a significant  position,  and  this  posi- 
tion is  largely  a function  of  the  small  size  of  the  sector  as  compared  to  the 
minimum  amount  of  revenues  required  to  achieve  an  efficient  “critical 
mass”  of  operations. 

Although  its  small  size  means  that  the  credit  union  sector  is  more  concen- 
trated than  other  FIS  markets,  at  no  time  could  it  be  said  that  CIR  domi- 
nated or  controlled  this  or  any  other  sector.  As  the  next  section  demon- 
strates, other  competitors  are  both  larger  than  CIR  and  have  much  larger 
shares  of  all  segments  of  the  FIS  market. 
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A 

The  Competitive 
Environment  for  CIR 


B 

Major  Competitors: 
1981 


Competition  in  the  FIS 
Marketplace 


As  noted  in  the  Introduction,  the  market  for  Financial  Information  Serv- 
ices (FIS)  is  large  and  highly  fragmented,  with  no  one  player  having  a 
dominant  position.  Although  there  are  many  small  banks  that  provide 
services  for  other  banks,  their  number  is  declining  as  the  pressures  of 
deregulation,  earnings,  and  capital  adequacy  drive  the  market  toward 
acquistions  and  consolidations.  In  addition,  rapid  growth  of  the  FIS 
market  in  dollar  terms  has  tended  to  mask  the  fact  that  the  total  number  of 
clients  has  been  declining  at  the  same  time  that  the  range  and  complexity 
of  required  services  has  been  rapidly  increasing. 

This  change  in  the  competitive  environment  has  put  great  pressure  on  the 
smallest  of  the  FIS  providers,  which  have  not  had  the  capital  to  invest  in 
the  new  hardware,  software,  and  communications  networks  required  to 
continue  serving  a rapidly  evolving  market.  Many  small  FIS  providers 
will  eventually  disappear  as  their  parent  banks  are  acquired  or  merged, 
they  sell  off  their  FIS  business  to  other  firms,  or  simply  give  up  the 
business  because  they  have  other  demands  on  a limited  supply  of  capital. 
It  is  clear  that  in  FIS,  as  in  other  rapidly  evolving  fields,  it  takes  a certain 
minimum  “critical  mass”  of  capital  and  revenues  to  remain  a viable 
competitor. 


Though  other  large  banks  compete  with  CIR  in  the  FIS  marketplace,  most 
of  the  key  players  in  this  market  are  not  banks,  but  commercial  IS  provid- 
ers. These  firms  provide  a wide  variety  of  services  to  other  industries 
than  FIS,  and  thus  have  a broader  base  of  clients  and  resources  upon 
which  to  build  their  critical  mass  of  operations.  Exhibit  4-1  lists  the  major 
competitors  in  the  FIS  market  in  1981  and  indicates  their  global  revenues 
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from  all  industries,  as  well  as  their  revenue  from  industry-specific  FIS 
markets. 


EXHIBIT  IV-1 


COMPARISON  OF  TOTAL  IS  REVENUES  VS.  BANKING/FINANCE  INDUSTRY- 
SPECIFIC  REVENUES  FOR  MAJOR  CIR  COMPETITORS:  1981 

(Annual  Sales  in  $ Millions) 

Table  sorted  by  Banking/Finance  Industry  Revenues 


Total  IS  Revenues 

Bank/Finance 

B/F  % 

Major  Vendor 

Rev 

% Tot 

Rank 

Rev 

% Tot 

Tot  IS 

Quotron 

84 

0.38 

43 

84 

2.97 

100 

Automatic  Data  Proc.  (ADP) 

613 

2.75 

4 

80 

2.83 

13 

Control  Data  Corp.  (CDC) 

741 

3.32 

2 

74 

2.62 

10 

Electronic  Data  Syst.  (EDS) 

471 

2.1 1 

6 

65 

2.30 

14 

GE  Info  Svcs  (GEISCO) 

548 

2.45 

5 

60 

2.12 

11 

Natl  Data  Corp  (NDC) 

108 

0.48 

32 

54 

1.91 

50 

Bradford 

120 

0.54 

25 

50 

1.77 

42 

2,685 

12.03 

467 

16.53 

17 

CITICORP  INFO  RESOURCES 

48 

0,21 

69 

48 

1.70 

100 

Anacomp 

98 

0.44 

37 

42 

1.49 

43 

Systematics 

41 

0.18 

78 

41 

1.45 

100 

Chase  Manhattan  Bank 

112 

0.50 

31 

40 

1.42 

36 

Tymshare 

218 

0.98 

12 

30 

1.06 

14 

Telecredit 

55 

0.25 

62 

30 

1.06 

55 

SEI 

29 

0.13 

100 

29 

1.03 

100 

Sun  Information  Services 

53 

0.24 

63 

25 

0.88 

47 

Mellon 

25 

0.11 

115 

25 

0.88 

100 

Boeing  Comp  Svcs  (BCS) 

144 

0.64 

19 

25 

0.88 

17 

First  Bank  Systems 

20 

0.09 

145 

20 

0.71 

100 

Comshare 

83 

0.37 

44 

20 

0.71 

24 

Bank  of  America  (Decimus) 

84 

0,38 

42 

18 

0.64 

21 

National  Sharedata 

15 

0.07 

188 

15 

0.53 

100 

UCC 

119 

0.53 

27 

8 

0.28 

7 

Comp  Science  Corp  (CSC) 

625 

2.80 

3 

5 

0.18 

1 

Subtotal,  Major  Vendors 

4,454 

19.95 

888 

31.43 

20  1 

Other  Vendors 

17,876 

80.05 

1,937 

68.57 

1 

Industry  Total 

22,330 

100.00 

2,825 

100.00 

13  1 

Source:  Total  IS  Revenues:  1982  INPUT  Directory,  Ex  VII-1  Bank/Fin  Rev:  New  Processing  Opportuni- 
ties in  Banking,  1982,  pi  06 
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Several  important  points  emerge  from  this  exhibit: 

• None  of  the  top  7 FIS  providers  is  a bank,  and  only  one  of  them  is 
dedicated  totally  to  the  FIS  market.  On  average,  the  FIS  market  ac- 
counts for  only  17%  of  their  total  IS  revenues.  In  turn,  some  of  these 
firms  are  subsidiaries  of  much  larger  companies  (e.g..  Control  Data, 
General  Electric),  and  IS  is  only  a small  part  of  their  parent  firm’s  total 
business. 

• In  total,  these  top  7 providers  hold  only  16.5%  of  the  total  FIS  market. 
CIR,  the  8th  largest  provider,  holds  only  1.7%  of  the  FIS  market. 

• The  top  23  FIS  providers  identified  by  INPUT  hold  only  31%  of  the 
total  FIS  market.  On  average,  FIS  accounts  for  only  20%  of  their  total 
IS  revenues. 

When  this  table  is  sorted  by  total  IS  revenues  from  all  industries,  the 
picture  is  even  more  dramatic  (see  Exhibit  4-2).  Of  the  same  top  23  FIS 
vendors,  CIR  is  only  the  18th  in  total  IS  revenues.  And  while  all  those 
that  are  smaller  than  CIR  in  total  IS  revenues  are  totally  dedicated  to  the 
FIS  market,  only  one  of  the  larger  firms  is  so  dedicated.  On  average,  the 
17  firms  with  larger  IS  revenues  derive  only  17%  of  their  total  IS  reve- 
nues from  the  FIS  market. 

This  analysis  includes  only  firms  that  were*  currently  active  in  the  FIS 
market  in  1981.  It  does  not  include  firms  that  are  major  IS  providers  but 
do  not  serve  the  FIS  market.  In  addition  to  the  17  firms  ranked  above 
CIR  in  Exhibit  4-2,  there  are  another  50  that  have  IS  revenues  larger  than 
CIR.  (Note  that  CIR  is  ranked  69th  in  total  IS  revenues.)  All  of  these  are 
potential  competitors  in  the  FIS  market  and  have  the  necessary  capital 
and  IS  resources  to  make  a serious  run  at  this  market  if  they  chose  to  do 
so. 
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EXHIBIT  IV-2 


COMPARISON  OF  TOTAL  IS  REVENUES  VS.  BANKING/FINANCE  INDUSTRY- 
SPECIFIC  REVENUES  FOR  MAJOR  CIR  COMPETITORS:  1981 

(Annual  Sales  in  $ Millions) 

Table  sorted  by  Total  (All  Industry)  IS  Revenues 


Total  IS  Revenues 

Bank/Finance 

B/F  % 1 

Major  Vendor 

Rev 

% Tot 

Rank 

Rev 

% Tot 

Tot  IS  I 

Control  Data  Corp  (CDC) 

741 

3.32 

2 

74 

2.62 

10  1 

Comp  Science  Corp  (CSC) 

625 

2.80 

3 

5 

0.18 

1 I 

Automatic  Data  Proc  (ADP) 

613 

2.75 

4 

80 

2.83 

13  1 

GE  Info  Svcs  (GEISCO) 

548 

2.45 

5 

60 

2.12 

11  1 

Electronic  Data  Syst  (EDS) 

471 

2.11 

6 

65 

2.30 

14  1 

Tymshare 

218 

0.98 

12 

30 

1.06 

14  1 

Boeing  Comp  Svcs  (BCS) 

144 

0.64 

19 

25 

0.88 

17  1 

Bradford 

120 

0.54 

25 

50 

1.77 

42  1 

UCC 

119 

0.53 

27 

8 

0.28 

7 

Chase  Manhattan  Bank 

112 

0.50 

31 

40 

1.42 

36  I 

Natl  Data  Corp  (NDC) 

108 

0.48 

32 

54 

1.91 

50  1 

Anacomp 

98 

0.44 

37 

42 

1.49 

43  1 

Quotron 

84 

0.38 

43 

84 

2.97 

100  I 

Bank  of  America  (Decimus) 

84 

0.38 

42 

18 

0.64 

21  1 

Comshare 

83 

0.37 

44 

20 

0.71 

24  1 

Telecredit 

55 

0.25 

62 

30 

1.06 

55  1 

Sun  Information  Services 

53 

0.24 

63 

25 

0.88 

47  1 

4,276 

19.16 

710 

25.13 

17  1 

CITICORP  INFO  RESOURCES 

48 

0.21 

69 

48 

1.70 

100  I 

Systematics 

41 

0.18 

78 

41 

1.45 

100  I 

SEI 

29 

0.13 

100 

29 

1.03 

100  I 

Mellon 

25 

0.11 

115 

25 

0.88 

100  1 

First  Bank  Systems 

20 

0.09 

145 

20 

0.71 

100  1 

National  Sharedata 

15 

0.07 

188 

15 

0.53 

100  1 

Subtotal,  Major  Vendors 

4,454 

19.95 

888 

31.43 

20  I 

Other  Vendors 

17,876 

80.05 

1,937 

68.57 

11 

Industry  Total 

22,330 

100.00 

2,825 

100.00 

13  1 

Source:  Exhibit  4-1 , resorted  by  Total  IS  Revenues 
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Major  Competitors: 
1983 


By  1983,  the  picture  had  not  changed  significantly.  Exhibit  4-3  updates 
the  1981  statistics  that  were  presented  in  Exhibit  4-1: 

Due  to  problems  with  consistency  of  definitions  and  data  collection 
methods  between  1981  and  1983,  Exhibit  4-3  presents  actual  FIS  reve- 
nues for  1983,  but  uses  1982  data  for  total  IS  revenues  of  the  major  FIS 
players.  The  major  result  of  this  difference  in  time  periods  is  to  under- 
state the  size  of  total  IS  revenues  vs.  the  actual  FIS  revenues  for  these 
companies. 

• There  were  10  FIS  vendors  with  revenues  larger  than  CIR.  Again,  none 
of  these  was  a bank,  and  only  one  was  dedicated  to  the  FIS  market.  On 
average,  FIS  accounted  for  less  than  20%  of  their  total  IS  revenues. 

• These  top  10  FIS  vendors  increased  their  market  share  somewhat, 
accounting  for  nearly  28%  of  the  FIS  market.  CIR,  now  the  1 1th- 
largest  vendor,  dropped  from  1.7%  to  1.57%  of  the  market. 

• As  in  1981,  a major  vendor  was  defined  as  any  firm  with  more  than 
$10  million  in  revenues  from  the  FIS  market.  There  were  33  major  FIS 
vendors  identified  by  INPUT  in  1983.  This  is  a 38%  increase  in  the 
number  of  major  players. 

• These  top  33  players  accounted  for  over  48%  of  the  total  FIS  market  in 
1983.  This  is  an  increase  of  nearly  55%  over  the  share  held  by  the  24 
major  vendors  in  1981.  The  fact  that  the  market  share  of  the  major 
vendors  increased  faster  than  the  number  of  such  vendors  indicates  that 
the  FIS  market  was  becoming  more  concentrated  and  more  competitive. 
At  the  same  time,  CIR  was  becoming  a smaller  relative  factor  among 
the  major  players.  In  1981,  CIR  represented  5.4%  of  the  market  share 
held  by  the  24  top  firms;  by  1983,  this  share  had  been  reduced  to  3.3% 
of  the  share  held  by  the  top  firms — now  33  in  number. 

When  the  data  is  sorted  by  total  1982  IS  revenues,  the  picture  is  similar  to 
that  in  1981.  Exhibit  4-4  shows  that,  of  the  same  top  33  FIS  vendors, 

CIR  is  only  23rd  in  total  IS  revenues.  Again,  all  those  who  are  smaller 
than  CIR  in  total  IS  revenues  are  dedicated  to  the  FIS  market,  and  on 
average,  the  22  firms  with  larger  IS  revenues  derive  less  than  20%  of 
their  total  IS  revenues  from  the  FIS  market  (adjusting  1982  data  to  1983). 
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EXHIBIT  IV-3 

COMPARISON  OF  TOTAL  IS  REVENUES  (1982)  VS.  BANKING/FINANCE 
INDUSTRY-SPECIFIC  REVENUES  (1983)  FOR  MAJOR  CIR  COMPETITORS 

(Annual  Sales  in  $ Millions) 

Table  sorted  by  Banking/Finance  Industry  Revenues 


Total  IS  Rev 

Bank/Finance 

B/F  % 

\ 

Major  Vendor 

Rev 

% Tot 

Rev 

% Tot 

Tot  IS 

C 

NCR 

72 

0.23 

149 

4.51 

207 

c 

Electronic  Data  Syst  (EDS) 

527 

1.67 

125 

3.78 

24 

C 

Control  Data  Corp  (CDC) 

767 

2.43 

114 

3.45 

15 

C 

Automatic  Data  Proc  (ADP) 

645 

2.04 

110 

3.33 

17 

C 

Burroughs 

328 

1.04 

90 

2.72 

27 

C 

IBM 

1240 

3.93 

80 

2.42 

6 

c 

Anacomp 

134 

0.42 

69 

2.09 

51 

C 

Systematics 

58 

0.18 

64 

1.94 

110 

C 

GE  Info  Svcs  (GEISCO) 

491 

1.55 

60 

1.82 

12 

c 

American  Express 

121 

0.38 

60 

1.82 

50 

4,383 

13.87 

921 

27.87 

21 

b 

CITICORP  INFO  RESOURCES 

50 

0.16 

52 

1.57 

104 

b 

Chase  Manhattan  Bank 

127 

0.40 

50 

1.51 

39 

b 

ACS 

38 

0.12 

50 

1.51 

132 

C 

SEI 

39 

0.12 

48 

1.45 

123 

c 

Natl  Data  Corp  (NDC) 

118 

0.37 

45 

1.36 

38 

c 

Dun  & Bradstreet 

137 

0.43 

40 

1.21 

29 

b 

Mellon 

29 

0.09 

38 

1.15 

131 

c 

Kirchman  Corp 

39 

0,12 

35 

1.06 

90 

C 

McGraw-Hill 

122 

0.39 

30 

0.91 

25 

c 

Telecredit 

58 

0.18 

30 

0.91 

52 

C 

Quotron 

110 

0.35 

29 

0.88 

26 

b 

Bank  of  America 

97 

0.31 

29 

0.88 

30 

C 

Tymshare 

203 

0.64 

25 

0.76 

12 

C 

SunData 

60 

0.19 

24 

0.73 

40 

c 

Bradford 

114 

0.36 

20 

0.61 

18 

C 

Telerate 

45 

0.14 

20 

0.61 

44 

C 

NCS 

18 

0.06 

20 

0.61 

111 

b 

Northwest  Bankcorp 

12 

0.04 

20 

0.61 

167 

c 

Hogan 

15 

0.05 

17 

0.51 

113 

b 

First  Chicago  Data  Corp 

23 

0.07 

15 

0.45 

65 

c 

Dow  Jones 

20 

0.06 

14 

0.42 

70 

c 

UCC 

101 

0.32 

11 

0.33 

11 

c 

Comshare 

53 

0.17 

11 

0,33 

21 

Subtotal,  Major  Vendors 

6,011 

19.03 

1,594 

48.23 

27 

b 

"Other  Banks,  S&Ls 

(618) 

18.70 

c 

"Other  Vendors 

25,579 

80.97 

(638) 

19.30 

Other  Fin  Sectors 

(455) 

13.77 

INDUSTRY  TOTAL 

31,590 

100.00 

3,305 

100.00 
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EXHIBIT  IV-3  Cont. 


b = banking  institutions,  bank  consortiums/cooperatives,  etc. 
c = other  nonbank  (commercial)  vendors 

Source:  Total  IS  Revenues  (1982):  1983  INPUT  Directory,  Ex  11-4 

Bank/Fin  Revenues  (1983):  MAPS  Bank/Fin,  1984;  Ex  111-18 
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EXHIBIT  IV-4 

COMPARISON  OF  TOTAL  IS  REVENUES  (1982)  VS.  BANKING/FINANCE 
INDUSTRY-SPECIFIC  REVENUES  (1983)  FOR  MAJOR  CIR  COMPETITORS 

(Annual  Sales  in  $ millions) 

Table  sorted  by  Total  (All-Industry)  IS  Revenues 


\ 

Total  IS  Rev 

Bank/Finance 

B/F  % 

Major  Vendor 

Rev 

% Tot 

Rev 

% Tot 

Tot  IS 

c 

IBM 

1240 

3.93 

80 

2.42 

6 

c 

Control  Data  Corp  (CDC) 

767 

2.43 

114 

3.45 

15 

c 

Automatic  Data  Proc  (ADP) 

645 

2.04 

110 

3.33 

17 

C 

Electronic  Data  Syst  (EDS) 

527 

1.67 

125 

3.78 

24 

C 

GE  Info  Svcs  (GEISCO) 

491 

1.55 

60 

1.82 

12 

c 

Burroughs 

328 

1.04 

90 

2.72 

27 

c 

Tymshare 

203 

0.64 

25 

0.76 

12 

C 

Dun  & Bradstreet 

137 

0.43 

40 

1.21 

29 

c 

Anacomp 

134 

0.42 

69 

2.09 

51 

b 

Chase  Manhattan  Bank 

127 

0.40 

50 

1.51 

39 

c 

McGraw-Hill 

122 

0.39 

30 

0.91 

25 

c 

American  Express 

121 

0.38 

60 

1.82 

50 

c 

Natl  Data  Corp  (NDC) 

118 

0.37 

45 

1.36 

38 

C 

Bradford 

114 

0.36 

20 

0.61 

18 

c 

Quotron 

110 

0.35 

29 

0.88 

26 

C 

UCC 

101 

0.32 

11 

0,33 

1 1 

b 

Bank  of  America 

97 

0.31 

29 

0.88 

30  I 

C 

NCR 

72 

0.23 

149 

4.51 

207 

C 

SunData 

60 

0.19 

24 

0.73 

40 

C 

Systematics 

58 

0.18 

64 

1.94 

110 

c 

Telecredit 

58 

0.18 

30 

0,91 

52 

c 

Comshare 

53 

0.17 

11 

0.33 

21  1 

5,683 

17.99 

1,265 

38.28 

22  1 

b 

CITICORP 

50 

0.16 

52 

1.57 

104  I 

c 

Telerate 

45 

0.14 

20 

0.61 

44 

c 

SEI 

39 

0.12 

48 

1.45 

123 

c 

Kirchman  Corp 

39 

0.12 

35 

1.06 

90 

b 

ACS 

38 

0.12 

50 

1.51 

132 

b 

Mellon 

29 

0.09 

38 

1.15 

131 

b 

First  Chicago  Data  Corp 

23 

0.07 

15 

0.45 

65 

c 

Dow  Jones 

20 

0.06 

14 

0.42 

70 

C 

NCS 

18 

0.06 

20 

0.61 

111 

C 

Hogan 

15 

0.05 

17 

0.51 

113 

b 

Northwest  Bankcorp 

12 

0.04 

20 

0.61 

167  1 

Subtotal,  Major  Vendors 

6,011 

19,03 

1,594 

48.23 

27  I 

b 

"Other  Banks,  S&Ls 

(618) 

18.70  I 

c 

"Other  Vendors 

25,579 

80.97 

(638) 

19.30 

Other  Fin  Sectors 

(455) 

13.77  I 

INDUSTRY  TOTAL 

31,590 

100.00 

3,305 

100.00  1 
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EXHIBIT  IV-4  Cont. 


D 

Major  Competitors: 
1987 


b = banking  institutions,  bank  consortiums/cooperatives,  etc. 
c = other  non-bank  (commercial)  vendors 

Source:  Exhibit  4-3,  resorted  by  Total  IS  Revenues 


The  competitive  situation  in  1987  was  very  similar  to  that  of  1983,  as 
shown  in  Exhibit  4-5.  There  were  34  (up  from  33)  firms  with  more  than 
$10  million  in  FIS  revenues,  and  they  accounted  for  56.1%  (up  from 
48.2%)  of  the  total  FIS  market.  Although  CIR’s  revenues  increased 
substantially  during  this  time,  the  market’s  higher  rate  of  growth  again 
reduced  CIR’s  share,  from  1.6%  to  1.5%.  The  same  firms  were  on  the 
list  of  major  players,  and  these  large  firms  continued  to  have  a significant 
amount  of  business  outside  of  the  FIS  arena. 
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BANKING/FINANCE  INDUSTRY-SPECIFIC  REVENUES  FOR 
SELECTED  MAJOR  CIR  COMPETITORS:  1987 

(Annual  Sales  in  $ millions) 


Bank/Finance 

Major  Vendor 

Rev 

% Tot 

Automatic  Data  Proc  (ADP) 

380 

5.84 

NCR 

310 

4.77 

UNISYS  (Burroughs) 

230 

3.54 

Citicorp-Other  (Quotron) 

220 

3.38 

Telerate 

210 

3.23 

Chase  Manhattan  Bank 

200 

3.08 

Electronic  Data  Syst  (EDS) 

200 

3.08 

Control  Data  Corp  (CDC) 

175 

2.69 

IBM 

170 

2.61 

Systematics 

141 

2.17 

First  Data  Resources 

130 

2.00 

MTech 

120 

1.85 

SEI 

120 

1.85 

MacAuto  (Tymshare) 

90 

1.38 

TRW  (incl  Info  Services) 

80 

1.23 

2,776 

42.68 

CITICORP  INFO  RESOURCES 

79 

1.21 

Visa  Inti 

73 

1.12 

Mellon 

70 

1.08 

Marshall  Isley 

65 

1.00 

Fi  Data 

60 

0.92 

Kirchman  Corp 

52 

0.80 

CNB 

50 

0.77 

First  Financial 

50 

0.77 

Master  Card 

50 

0.77 

Natl  Data  Corp  (NDC) 

50 

0.77 

Computer  Assoc  (UCCEL) 

40 

0.62 

First  Data  Management 

40 

0.62 

Deluxe  Printers 

35 

0.54 

Hogan 

35 

0.54 

Data  Architects 

30 

0.46 

American  Mgmt  Systems 

26 

0.40 

Cullinet 

22 

0.34 

Stockholder  Systems 

14 

0.22 

Subtotal,  Major  Vendors 

3,617 

55.61 

Other  Vendors 

2,887 

44.39 

INDUSTRY  TOTAL 

6,504 

100.00 

Source:  MAPS  Bank/Fin,1987;  Ex  III-1 
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Concentration  and 
Competition  in  the 
Credit  Union  Sector 


As  indicated  before,  the  Credit  Union  sector  is  inherently  the  most  con- 
centrated of  the  FIS  markets  because  of  its  small  absolute  size;  in  1983, 
the  top  10  vendors  accounted  for  nearly  80%  of  the  market. 

Although  CIR  holds  a larger  position  in  this  market  than  it  does  in  any 
other  sector  (8.5%  as  of  1987),  it  is  clearly  not  a dominant  player.  Ex- 
hibit 4-6  lists  the  major  competitors  in  this  arena  in  1983,  when  the  sector 
was  more  concentrated  than  it  is  today  and  CIR  had  an  1 1 % share  of  the 
market. 

As  this  exhibit  shows,  the  top  3 firms  with  larger  shares  than  CIR  control 
an  estimated  40%  of  the  sector,  whereas  these  same  3 firms  controlled 
less  than  8%  of  the  overall  FIS  market.  Among  these  top  3 firms  are  two 
major  commercial  vendors  (CDC  and  EDS),  and  a small  firm  that  spe- 
cializes in  credit  union  processing. 

As  with  the  larger  FIS  market,  the  major  players  in  the  credit  union  area 
derive  only  a small  portion  of  their  revenues  from  that  sector.  Only  2 of 
the  top  10  are  dedicated  to  the  sector,  and  together  they  hold  only  17%  of 
the  market  Although  the  other  7 firms  (excluding  CIR)  control  over 
50%  of  the  credit  union  market,  this  represents  less  than  3%  of  their 
overall  business.  These  7 firms  had  total  1983  IS  revenues  of  $2,531 
million,  as  compared  with  $52  million  for  CIR.  Thus,  even  in  the  credit 
union  arena,  CIR  faces  a significant  number  of  large  competitors,  several 
with  greater  market  shares,  and  nearly  all  with  much  larger  overall 
positions  in  the  IS  market. 
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EXHIBIT  IV-6 


COMPARISON  OF  TOTAL  IS  REVENUES  (1982)  VS.  CREDIT  UNION 
SECTOR  REVENUES  (1983)  FOR  MAJOR  CIR  COMPETITORS 

(Annual  Sales  in  $ Millions) 


Total  IS  Rev 

Credit  Union 

CU% 

Major  Vendor 

Rev 

% Tot 

Rev 

% Tot 

Tot  IS 

c Electronic  Data  Syst  (EDS) 

527 

1.67 

22 

14.19 

4 

c Control  Data  Corp  (CDC) 

767 

2.43 

20 

12.90 

3 

c Users,  Inc 

20 

0.06 

20 

12.90 

100 

1,314 

4.16 

62 

40.00 

5 

b CITICORP  INFO  RESOURCES 

50 

0.16 

17 

10.97 

34 

c Automatic  Data  Proc  (ADP) 

645 

2.04 

10 

6.45 

2 

c Burroughs 

328 

1.04 

10 

6.45 

3 

c Anacomp 

134 

0.42 

9 

5.81 

7 

c World,  Inc 

6 

0.02 

6 

3.87 

100 

c NCR 

72 

0.23 

5 

3.23 

7 

c Telecredit 

58 

0.18 

4 

2.58 

7 

Subtotal,  Major  Vendors 

2,607 

8.25 

123 

79.35 

5 

c **Other  Vendors 

28,983 

91.75 

32 

20.65 

INDUSTRY  TOTAL 

31,590 

100.00 

155 

100.00 

b = banking  institutions,  bank  consortiums/cooperatives,  etc. 
c = other  nonbank  (commercial)  vendors 


Source:  Total  IS  Revenues  (1982):  1983  INPUT  Directory,  Ex  11-4  Credit  Union  Revenues 
(1983):  MAPS  Bank/Fin,  1984;  Ex  VI-13  and  INPUT  estimates. 
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Summary 


It  is  clear  that,  throughout  the  time  of  its  operation,  CIR  has  been  only 
one  of  many  firms  competing  in  a highly  fragmented  FIS  market.  No  one 
player,  or  group  of  players,  is  able  to  control  this  market.  However,  the 
combination  of  deregulation  and  technological  change  is  causing  a 
shakeout  of  smaller  firms  that  do  not  have  sufficient  capital  to  keep 
abreast  of  the  rapid  evolution  of  the  market.  The  FIS  market  will  there- 
fore be  likely  to  increase  in  concentration  as  the  smaller  firms  merge  or 
sell  off  their  businesses  and  new  entrants  attempt  to  build  a client  base 
large  enough  to  provide  the  critical  mass  required  to  survive  in  a rapidly 
changing  environment. 

Many  of  CIR’s  major  competitors  are  firms  with  IS  revenues  at  least  10 
times  as  great  as  CIR.  These  firms  are  likely  to  continue  as  the  major 
players  in  the  FIS  market.  As  a result,  CIR  and  other  firms  in  the  FIS 
market  will  continue  to  compete  on  performance — that  is,  cost,  quality, 
service,  and  functionality  delivered  to  the  user.  The  FIS  market  will 
continue  to  be  dynamic,  but  the  result  will  continue  to  be  better  service 
and  greater  benefits  to  the  using  firms  and  the  general  public. 
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